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COUNTERFEITING THE NAIRA NOTES:
ISSUES, TRENDS AND MEASUREMENT

ABSTRACT

KINGSTEY IMANDOJEMU
ABEOKUTA BRANCH
CENTRAL BANK OF NIGERIA,

INTRODUCTION

The emergence of alternative
means of payment and
innovations such as debit,
credit, prepaid cards, mobile
banking, ATMs and internet
banking has transformed the
payment system landscape in

Nigeria profoundly.

Nevertheless, despite the

efforts of the monetary

authority geared towards
encouraging the advancement

of technological innovations in
the payment system in Nigeria,
'cash is the most acceptable
means of payment for all. lt is
held as the most reliable and
fastest means of making
payment' (EinFA, 2016)f his
explains the recent upsurge in
the currency in circulation (ClC)
.Available statistics from the

Central Bank of Nigeria

statistical bulletin shows that
the currency in circulation
increased astronomically from
a meager 62.6 bitlion in 1993 to

Currency counterfeiting is o worldwide phenomenon of greot
importonce to currency monogement ond monetory policy execution.
This has resulted in tonsotlontic corporotion and synergy in
comboting the moloise in addition to the effons of the monetory
outhorities towards ensuring that banknotes ore not susceptible to
co u nte rfe iti n g. N otwith sto n d i n g th e ze ro cu r re n cy co u nte rfe it sto n ce
of the Centrol Bank of Nigerio the menace remoin unaboted. The poper
through the lens of ovoiloble literoture, identified issues ond trends
thot undermine the effort of the Central Bonk of Nigerio geared
towards ensuring thot bonknotes are not susceptible to counterfeiting
and olso developed methodological fromework for the exact
meosurement of counterfeited currency. Availoble dota on Currency
counterfeit in Nigerio is envisoged with some deanh and hence the
poper relied on dialectical methodology in juxtaposition with
theoretical exposition to further give o detoiled analysis. Finolly,
recommendotions were provided to the Central Bonk of Nigeria, policy
mokers, low enforcement ogencies and government to serve os o
f ramework for reducing or possibly erodicoting currency
cou nte rfeiti n g octiviti es i n Nig eri a.

744.8 billion in 1997
representing 131.3 percent
increment .This increased
further to L,857.9 billion in

nature of bank products that
are favourable to the upper

echelons

in the society,

complex processes of

The preponderant dominance

alternative payment system,
unavailability of needed
services and an inchoate

of cash in the Nigerian payment

regu latory envi ron ment.

2015 (Seegraph).

system

is traceable to

the

deeply rooted mistrust of

financial institutions,

significant perceived risk of
bank fraud, low bank account
penetration, a large informal
sector and high rate of financial

illiteracy, High an.d nontransparent bank charges. This
is further compounded by the

unequal distribution of
fi nancia I i nfrastructure,

67

skewed

Pursuant to Central Bank of
Nigeria Act No 7 of 2007 an Act
to repeal the Central Bank of
Nigeria Act 1991 and to reenact the Central Bank of
Nigeria AcU and for related
matters the Central Bank of
Nigeria (CBN) is the sole issuer
of legal tender currency in
Nigeria. lt regulates the volume

of money supply in the
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economy in order to maintain
monetary and price stability.
"The bank shall have sole right
of issuing currency notes and
coins throughout Nigeria, and
neither the federal government
nor any state government nor
any local government nor any
other person or authority shall
issue currency notes, bank

notes or coins, or any
documents or tokens payable
to bearers on demand being
documents or tokens which are
likely to pass as legal tender".
The apex bank is also saddled

with the responsibility of
ensuring confidence in the
currency notes in circulation
and that the integrity of the
Naira is maintained.

Nevertheless, this germane
responsibility is increasingly
becoming threatened as a
result of the seismic increase in

the scale of currency
counterfeiting

of the

Naira

notes resulting from the
activities of cou nterfeiters
propelled by technological
advancement. Much
controversy exists regarding
the exactness and authenticity

of currency counterfeit

estimates in Nigeria. According

to

Mailafia (20161, there

is

anecdotal evidence that
counterfeiting is becoming a
major problem. An estimated

25 percent of the naira

prevalence of counterfeit notes

in

Nigeria from January to

December 2016 was less than

one percent

(O.OOL4%|

or !4

and other stakeholders in the
financial sector, distribution of
counterfeit detection machines
to identified prone segment of

counterfeit pieces out of one
million banknotes. However,
the fact that closer scrutiny of
banknotes is now reoccurring
decimal coupled with public
complaint of ATM's dispensing
counterfeited notes give

counterfeiting operations,

credence

awareness programme for the

malady.

enforcement on counterfeited
currency identification and the
employment of high standard
technology in the detection of
counterfeited currency in the
currency processi ng activities

to the public's
perception of a worsening

Currency counterfeiting
undermines the sovereignty of

a

cou

ntry; debase

the

genuineness and authenticity
of currency in circulation; law
enforcement agencies expend
resources to detect and

prosecute counterfeiting

activities; economic agents

who erroneously accept
counterfeits as means of
payment bear untold brunt;
and the public perception of
the functionality of currency
adversely affected. Currency
counterfeiting is also capable of
ci rcu

mventi ng monetary policy

management

with attendant

economic distortion.

The Central Bank of Nigeria in
recogn ition of macro-economic

distortion resultant from
currency counterfeiting
operations put in place

panel discussion and interviews

on counterfeiting

by

representatives of the apex
bank, constant monitoring of
counterfeit activity and trends,

conducting consistent
general public and law

The efforts of the Central Bank

of Nigeria towards ensuring

a

counterfeit-free Naira notes is
constrained by measurement
problematique with the exact
estimation of counterfeited
notes which is a sin-qua-non for

eradicating the menace
becoming intractable,
inexplicable and imprecise. The
magnitude and exact nature of

the phenomena remain
unknown due to inherent

measurement problems given
that a large proportion of the
Naira notes reside outside the
traditional banking system,

detected currency notes in
DMBs processing activities

destroyed without

documentation, official

counterfeited currency. This

counter- measures. The anticounterfeit measures adopted
by the Central bank of Nigeria

claim remains unsubstantiated
and at best a guesstimate since

includes improved security
features for the Naira notes,

with paucity of data and the

introduction

cases

in

circulation is probably

available records from the

of Nigeria Bank
clearly indicate that the
Central Bank

of new

Naira

note series(polymer)

,

collaborative efforts with DMBs

statistics

on counterfeited

Naira notes clumsy and fraught

high incidence

of

of unreported

detected/seize

currency notes rernains
unabated.
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nderstanding the n umismatic,

issues, trends and
measurement in currency
counterfeiting operations is
critical because actions
premised on faulty knowledge
and inaccurate measurement
would further exacerbate
rather than mitigate the
malfeasances. Thus, the focal
emphasis of the paper is in two-

folds. Firstly, the

paper

examines the issues, trends and

challenges

that

undermine
efforts towards combating the
scourge. Secondly, the paper
examines the measurement
methodology of cou nterfeiti ng
the naira notes in Nigeria to
serve as litmus for exposing and

identifying opportunities for
eradicatingthe malaise.

2.1 TITERATURE REVIEW
ln recent decades, there has

been appreciable global
attention on the fight against

currency counterfeiting
activities, which has brought
appreciable progress in the
eradication of the phenomena.

This progress includes
increased awareness
programmes on the detection

of counterfeit notes,
development of detection
machines, transnational
synergy and corporation in
eradicating the menace,
renewed Law enforcement
activities and technological

in developing
counterfeit proof-free
breakthrough

currencies. However, this

in eradicating
counterfeiting operations is not
advancement

evenly enjoyed by economies
the world over. Apart from the
countries of Europe, North
America, Sweden, Russia,
Philippines, Hong Kong, Canada

and the Oceania increased
counterfeiting activities is the

hallmark of developing

countries (Nigeria inclusive).
According to Phillips (2005)
Counterfeiting is a major
economic problem, called "the
world's fastest growing crime

wave. Counterfeiting is a
problem that has plagued

economic agents for centuries.
The work of numismatists has
shown that counterfeiting has
existed since the first coins
were produced in Lydia in the
7th century BCE. The popular
methods included clipping,
shaving off, or melting the
coins, and each offense was

punishable by death

(Tcherneva 2076).A "fourr6e" is

an ancient type of counterfeit
coin, in which a base metalcore

of counterfeiting is crucial not
only for understanding the
subject, but also in terms of
measuring the extent and

nature of the problem.
According to the Counterfeit

Currency (Special Provisions)
ACT CAP. C35 L.F.N. 2004
"counterfeit" in relation to a
bank note or current coin of a
kind which is legal tender in
Nigeria, means a bank note or
current coin made or issued

other than by or by the

authority of the Central Bank of
Nigeria, and in relation to a
bank note or current coin of a
kind which is not legaltender in
Nigeria means a bank note or

current coin made or issued
other than by or by the
authority of the body which,
under the laws of the country in
which the bank note or current

coin is legal tender, is
authorised to make or issue
such bank note or current coin.

a precious

The term "counterfeiting" can
also be defined as producing

metalto look like its solid metal
counterpart. Advancement in

imitations of coins

and
particular, or

counterfeiting operations

making alterations to genuine
currencies for the purpose of
raising their denominational
values. Counterfeit means any
coin, paper notes or polymer
notes other than the currency

was plated with

metamorphoses with the
evolution of money. Despite
the commonality and timehonoured nomenclature of the

malaise, counterfeited
currency remains a black box to

economists. Literature on the
menace of counterfeited bank
notes in Nigeria is scanty;
nevertheless, there is common
knowledge that there are
enormous counterfeit bank
notes, either in form of Naira
notes or foreign currencies.
Essentially, Bosworth and Yang
(2002) note that the definition

69

banknotes

in

issued by the monetary
authority, resembling or
apparently intended to

resemble or pass for currency
issued by the apex bank, and
includes currencies prepared or
altered so as to resemble or
pass for currency of a higher
denomination. Counterfeiting

is referred to as the act of
manufacturing fake currency or
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altering genuine currency.
Counterfeit implies producing a

resemblance, imitation or

counterfeiters. lf a counterfeit
is passed more than once in
circulation, the loss is borne by

price stability and the goal of
social welfare which is
inconsistent with the mandate

the

of the Central Bank of Nigeria. Li

prototype of originals. ln other

the last holder of

words, the motives are to make

counterfeit. Counterfeiting ca n
affect the demand for currency
through a loss of confidence in
the use of currency. For
example, counterfeiting can
affect a currency's functions as
a store of value and a medium
of exchange. lt isthe perception
of risk that affects confidence.
Confidence weakens if the
public perceives that there is a
greater risk that they could

a copy of currency notes with
the intent to defraud or forge"
by mastering known security
features. A currency note is
counterfeit if it "bears such a
likeness or resemblance to any
of the genuine currency notes
issued under the authority of
the Central Bank of Nigeria as is

to deceive an
honest, sensible and

calculated

unsuspecting person of

unknowingly accept

ordinary observation and care
when dealing with a person
supposed to be upright and
honest". The basic goal of
counterfeiters is to profit from
the reputation of the monetary
authority given that economic

counterfeit as payment. Nosal
and Wallace (2007) similarly

agents are usually unsuspicious

of banknotes

issued by the
Central Bank of Nigeria. The

effect of currency
counterfeiting can be
dichotomized into two namely;
Micro effect and Micro effects
of currency counterfeiting. The
effects of counterfeit currency
are mostly felt on the micro
level when it is circulated from
person to person. customers
are the unsuspecting guinea
pigs who not on ly have to bea r a
loss when they have been
tendered a fake currency note,
but also have to face cases that
some banks are lodging for

"handling" fake currency
.Counterfeits fa lsely excha nged
for goods and services result in

counterfeiting alone can have a
significant negative impact on
trade, as people may not accept
money as a mean of exchange
due to a lack of confidence in

the currency due to
counterfeiting. On the macro
level, flooding an economy with
fake currency can cause
inflation and devalue the
currency being counterfeited.
Rocheteau (2011) find that the
threat of counterfeiting can
affect the value and velocity of
money, as well as output and

argue
that, while counterfeiting does
not pose a threat to the acceptance of money as a medium of
exchange, it lowers the volume
of economic transactions, since

sellers are concerned about
receiving counterfeits. This, in
turn, will reduce production
and further decrease economic
transactions. A striking finding
in search-theory models has

been that the threat of
counterfeiting can, in the
extreme, eliminate the use of
currency altogether (Nosal and

Wa I lace 2007 ; Li

a

nd Rochetea u

2011; Shao 2013). Gresham's
Law states that "bad money"
drives out "good money", or in
other words, if a new money
enters circulation (bad money,
i.e. counterfeit), and there is an

old money that is still

in

circulation (good money, or
higher metallic content in this
context), people will hoard the
good money, and in doing so
leave the bad money in
circulation until there is no

welfare, even when

more good money left in
circulation. The monetary
authority incurs deadweight

(2005) suBgests that
counterfeiting can be

to detect counterfeited

counterfeits do not actually
circulate. Moreover, Monnet

inflationary if the production
costs of counterfeiting are low
enough. Counterfeiting has
a

lso been employed

as

from

businesses, to

therefore inconsistent with

private agents, either
or

argue that the threat of

weaponry of war against other
countries. Therefore, a lax anticounterfeiting policy is

the transfer of wealth
households

a

and Rocheteau (2011)

70

cost as resources are expended

currency notes. Counterfeiting
also imparts costs onto society
through the costs associated

with producing more

secure

notes, providing proper law
enforcement, and the loss of
confidence in bank notes (Fung
and Shao 2077:341. According

to

FATF

report (2013)
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Counterfeiting has evolved
from a mere criminal activity
generating proceeds that are
then also used to fund
terrorism, into an activity
intended to replace real
currency. ln certain instances,
particularly during wartime,
the infiltration of high-quality
counterfeit notes has been
used to attack the economy of a
cou ntry in an effort to erode the

faith in its currency.

Burger

(2009) posited that throughout

history opponent societies
have used counterfeit currency
production of their enemies'

currency as a weapon. lt has
been used as a weapon by

those seeking to create

economic instability: When
counterfeit money is
introduced into a market, both
the currency and people's faith
in the government become

devalued. Fundamentally,
counterfeiting hinders long
term economic development
and, like other criminal
enterprises, empowers the
forces profiting from state
weakness. This is a new
dimension to the phenomenon

of criminal activity related to
currency counterfeiting with
serious consequences given the

power of certain segment of

the society especially the
vulnerable, expos6 the
ingenuity of populace(crime
entrepreneurs) and benefits

the economy. This position is a
short-sighted fixation on
counterfeited operations since
the benef its come at the
substantial cost to economic
agents both locally and
i nternationally. Counterfeiting
benefits mainly those criminal
elements, mortgage the state
stability and social well-being
for personal gains. Moreove4
for any developing country,

counterfeiting is

an

unsustainable and potentially

dangerous enterprise.

Therefore, academics,

monetary policy expert and
policy analyst are concerned
with the analysis of the

effectiveness

of

countermeasures (e.g., Green

and espousing the
countermeasures

in the fight

against currency cou nterfeiti ng
activities premised on accurate

estimate methodology despite
scanty literature on the subject
matter in the country.

2.2

AND TRENDS IN
CURRENCY COUNTERFEIT
OPERATIONS !N NIGERIA
This review takes an in-depth
look at recent trends in
ISSUES

counterfeiting activities

in

Nigeria. Empirical analysis of

the issues such as that

are

capable exposing /identifying
opportunities for growth and
challenges to overcoming

myriad barriers to the

eradication

of this malady

is

equally undertaken.

and Smith 2002; Grossman and

Shapiro 1988a, 1988b; Olsen
and Granzin 7992, 1993). ln
order to develop appropriate
countermeasures it becomes

pertinent to develop

counterfeiting and is strongly
theoretical reasoning driven.
Therefore, the study is primal in
addressing the gap identified

a

methodological framework for
the exact measurement of the
phenomena as well as a firm

TECHNOLOGICALLY
PROPETLED

The advent of low-cost
technology has also
contributed to the increased
prevalence of Counterfeiting
(Hopkins, 2003). Counterfeiters
now have access to inexpensive

in

understanding of the

Nigeria. The Central Bank of
Nigeria must be proactive
rather than reactive to this

underlying issues and trends

tools which allow
cou nterf eiters to easily
replicate bogus bills.

influencing counterfeiting
operations. The available

Counterfeiting rates was at the
lowest ebb in the 1980s. At that

spate of terrorism, insurgency

and left wing extremism

scourge given her antiterrorism finance stance.
Prognosis of currency
counterfeiting argue that, in

counterfeiting operations.

cou nterfeiti ng employs people,

Howeve1 previous research is
seldom based on accurate

places like China,
improves

the

purchasing

literature on the subject matter
has exposed the enormity and

inherent dialectics of

estimation of currency
7L

time, equipping

a

counterfeiting operation was

an expensive and risky

proposition. Since the early
1990s with advancement in
technology with easier access
to improved photographic,
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computer and printing
technologies, along with the

availability of low-cost
equipment that is relatively

by exploring a wide range of
distinctive features and
su

bstrates.

COUNTERFEITED NOTES

The currency processing

affordable counterfeiting

HIGH DENOMINATION BIILS

activity has risen geometrically,
both in Nigeria and globally.

ARE

Therefore, counterfeiting
activities is no longer within the
ambit of experts. Even
amateurs can produce larger
numbers of bogus bills since
cu rrency cou nterfeiti ng requi re
minimal initial investment or
technical prowess. Currency
counterfeiters improvise and

take advantage of
advancement in technology to

keep pace with counter
measures and regular

PRONE

TO

COUNTEFEITING

Currency demand is dependent
on income levels, social status,

prices, availability of

alternative payment methods
and the opportunity cost of
holding currency instead of
investing in interest-bearing
asset. ln Nigeria, demand for
lower denominations (N5, N10,

while the dirty notes

transaction especially the

denomination notes for small
which is the bulk of economic

maintains a minimum standard

for sorting currency during

methods (for example, ATM
and credit cards) for large

denomination of counterfeited
currency for goods and service
(Va lue) propelled by the urge to

currency processing activities.
The clean note policy of the
Bank also serves as a deterrent
to counterfeiting activities.
However, clean notes produce
false alarm and unnecessary
scrutiny and delay in economic
transaction. This result is in
consonance with the findings of

denomination with attendant

observed that counterfeits are

gains. Available evidence from
data showed that higher bills
are prone to counterfeiting this

best detected when their

have reduced "barriers to

to exchange higher

revolutions ease the

counterfeiting operations. As

technology continues to
evolve, so must the monetary
authority be proactive in

introducing new bank notes,
series with distinctive features

that makes currency
counterfeiting operations a
futile activity. The challenges
posed by advancement in
technology can be addressed

central bank of Nigeria

informal sector of the economy

transaction. ln contrast,

counterfeiting. The technology

are
destroyed (CBN, 2016). ln order
to assure the high quality of
banknotes in circulation, the

and alternative payment

business entity, the improved
performance and decreasing
cost of information technology

truism in currency

operations. Currency is issued

to deposit money banks

agents employ smaller-

for higher denominations

intensified the inherent

entry". Unfortunately, this is a

to combat counterfeiting

(N500 and N1000). Economic

N20 and N50) exceeds demand

and frequent transactions

genuine banknote designers. ln

activities of the Central Bank of
Nigeria is tailored towards
ensuring quality control in
currency management in a bid

through the branches of the
CBN, and old notes retrieved
through the same channel.
Currency deposited in the CBN
bythe banks are processed and
sorted to fit and unfit notes in
line with the clean note policy.
The clean notes are re-issued

periodical changes in currency
design and security features.
Technological lnnovation has

conflicting interest between
increasingly sophisticated
banknote counterfeiters and

QUATITY OF BANK NOTES
AFFECTS THE DETECTION OF

counterfeited currencies are
largely influenced by the need

get balances in lower

Klein et al. (20O4l. who

quality is high, while genuine
banknotes of medium quality
produce the lowest number of

is largely attributable to the
multipliers gains of collecting
balance after exchanging
cou nterfeited notes f or

the test sets has no impact on
counterfeit detection, but clean

products /services.

sets produce more false alarms.

false alarms. The note quality in

SECURITY FEATURES TO CURB
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COUNTERFEITING

protected by

OPERATIONSIN NIGERIA

security features to enable the
recognition of genuine notes.
The distinguishing features
which can immediately be
recognized by touch and
visibility are raised print, the

The upsurge in counterfeited

currency operations with
attendant implication on the
economy has resulted in the
development of security
feature the World over. The
major security features of bank
notes (paper or polymer) are (i)

WM (Watermark) (ii)
ST(Security Thread) (iii) lP
(lntaglio Printing) (iv)

number of

security thread and the
watermark. Other areas such as
the portrait, lettering and the
denominational numerals on
the front and the back are
embossed. The raised print
provides the facility, while the

PMD(Perfect Matching

security thread, which

Drawing) (v) HOL (Holograms)/

Kinegrams (vi) Hl (Hidden
lmages) (vii) UV (Ultraviolet
Rays--Observation under ultra

ordinarily, looks broken but is
not when held against the light,
has "CBN" in small lettering
printed on both sides of the

Violet Rays) (viii) lR (lnfra-Red)

notes. The Naira notes are also

glowing used by Russian Rubble

and Euro (ix) Ml (Microlnscriptions) (x) CCI (Color

(xi) Clea r
ln
Window (xii) Non-Transparent
Window (xiii) Shadow lmage
Changing

k)

(xiv) Micro-Printing (xv)
Through Element (xvi)

See
Raised

Printing (xvii) Watermark
Portrait (xviii) Security Thread
(xix) Security Fiber (xx) Lateral
lmages (xxi) Braille feature (xxii)
STRAP (xxiii) Crisp Sound (xxiv)
Background Decoration (xxv)
Gradient Coloring (xxvi) Kipp
Effect or Latent lmages (xxvii)

protected

against

photocopying. There are
features, which are visible
under ultraviolet light; for
example, the serial number on

each note is black, but turns
green under ultraviolet light.
The currency notes issued in
Nigeria are in: l{5, N10, N20,
f+50, N100, N200, N500 and
N1000 denominations and they
are all of the same size, 151 x 78
mm. The paper used is a special

paper with specific

constituents which are unique
to bank notes.

Signatures (xxviii)

Metallographic (xxix) Hair (xxx)
Protection Ornaments, (xxxi)
Marks for the blind (xxxii) Novel
numbering (Jorge and Miguel
(2007)). However, The Central
Bank of Nigeria in particular has
put in place countermeasures
with special reference to the
peculiarity of counterfeiting

operations

to

address the

menace. The Naira notes are

The manufacturing process and
the materials which are used

provide the currency with the
unique qualities, necessary to
give the notes a long span of
circulation. At the same time,
these special features give a
distinctive appearance and feel
which is meant to protect it
from imitation. The Central
Bank of Nigeria also introduced

73

the polymer series of Naira
notes to counterfeiting
operations. The polymer
substrate has proven an
extremely effective deterrent
against counterfeiting due to its

ability to incorporate

sophisticated and effective
security features at maximum
cost and operational savings in

both note issue and note
handling and provide clean and

to the
public .lt has also reduced the
cost of replacing dirty notes and
thereby free resources that
cou ld be used for other
secured bank notes

commitments. Nigeria issued
her first polymer bank note in
2007, starting with the N20.00
note and in 2009 introduced
the N5, N10 and N50 notes.
LEGAL PROVISIONS AGAINST
CU RRENCY

COUNTERFEITI NG

COUNTERFEIT CURRENCY
(sPECrAr PROVTSTONSI ACT
CAP. C35 l.l.n, 2004 amended

by tribunals (certain

consequential amendments,
etc.) decree no.621999 an Act
to repeal and re-enact the
Counterfeit Currency (Special
Provisions) Act 7974 and to
provide for the penalties of
counterfeiting in currency and
other ancillary matters is the
foundation of the legal
framework for counterfeiting

operations in Nigeria.

According to S. 1(1) Any person

who falsely makes or
counterfeits any bank note
resembling any bank note
issued by the Central Bank of
Nigeria and which is legal
tender in Nigeria shall be guilty
ofan offence underthisAct and
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shall on conviction thereof be

sentenced to life

imprisonment. S. (2) provides
that Any person who, without
lawful authority or excuse (the
proof whereof shall lie on the
person accused), knowingly
makes or mends or begins or
proceeds to make or mend, or
buys or sells, or has in his
possession any puncheon,
counter- puncheon, matrix,
stamp, dye, pattern or mould in
or upon which there is made or
impressed, or which will make
or impress, or which is adapted
or intended to make or impress,

the figure, stamp or pattern
resembling both or either of
the sides of any bank note or
current coin, or any part of both
or either of those sides, or any
machinery, implement, utensil
or material used or intended to

be used for the forgery of

a

bank note or for falsely making
a current coin, whether or not
the bank note or current coin
be legaltender in Nigeria, shall

be guilty of an offence under
this Act and on conviction
thereof shall, whether the bank
note or coin is legal tender in
Nigeria or in any other country,

be sentenced to life

imprisonment. There are also
provisions in the Criminal and
Penal Codes prohibiting the
making or counterfeiting of
Nigerian currency. lndeed, the
whole of chapter 15 of the
Criminal Code is devoted to
such offences. Thus, S. 147 (1)
provides: Any person who
makes or begins to make any
counterfeit current gold or
silver coin is guilty of a felony
and is liable to imprisonment

P.F.P approach can be
depicted algebraically as Cof=
ccPDU,.

for life. Moreover, any person
who utters any counterfeit
currency gold or silver coin,
knowing it to be counterfeit, is

The

guilty of a misdemeanor and is
liable to imprisonment for two
years. This position is equally
replicated in the Penal Code. lt
can thus be seen that there are
sufficient provisions under the

Where

robust Nigerian legal

framework. The severity of

punishment attached to

counterfeiting activity

underscores the importance
attached to a counterfeit- free
Naira notes and the seriousness
of government in combating

the malaise

headlong.

However, the will to prosecute
offenders remains an open

question.

2.3

MEASUREMENT

BK",_(l)

Cof = Counterfeited currency

notes estimate of

predetermined
denomination D

CCPDU, = The volume of
counterfeited notes detected
in the currency processing
activities of the central bank
of Nigeria.
BK", = The outstanding stock
of notesof denomination D.

The P.F.P approach is
premised on the plausible
assumption

OF

COUNTERFEITED BAN K NOTES

The development of
methodologica I fra mework for

tracking the volumes of
counterfeited currency notes in
circulation is a sin-qua-non for

effective monitoring/control
and subsequent eradication of
counterfeiting operations. The
methodologica I fra mework for
the estimation of counterfeited

currency notes in Nigeria is
based on the Part-Found ln-

Processing activities
philosophy.

ln the primordial PFP form the

of counterfeited
currency notes is premised on
the number of counterfeited
currency notes detected via
estimation

that the

entire
counterfeited

spectrum of
notes resides within the
ambits of the monetary

authority with Zero-

counterfeited notes outside
the Centra! Bank of Nigeria
processing activities system.

The assumption is that
counterfeits are detected by
the authorities at worst during

the sorting operations.

Howeveq this assumption is
an exception rather than a
rule in reality.
The employment of the total
number of seized counterfeit
notes by the Central bank of
Nigeria as a yardstick for the

measurement

Counterfeited notes

in

of

the

the currency processing

country is in itself

activities of the central bank

measuring the total extent

of Nigeria.

74

a

a vague and

improper indicator of
of
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fake currency in an economy.
The P.F.P as a methodological
framework is thus an
inadequate framework for the
estimation of counterfeited
currency Notes in developing
countries (Nigeria lnclusive)

where a large chunk of
counterfeited currency Notes
resides outside the domain of
the monetary authorities. This

can result

in the
underestimation of the

cou

nterfeited

cu

rrency notes.

The weakness observed in the

approach resulted in the
final breakdown of the P.F.P
P.F.P

premises with resultant

modification
and
development of alternative

methodology. Despite, the

paradigm shift in the

measurement

of

counterfeited bank notes
Central Banks has adopted the
P.F.P due to the inherent ease
of collating data using this
approach.

The modified version of P.F.P
(PFP) takes cognizance of the
counterfeited notes detected
by economic agents outside
the domain of CBN. The
assumption of the modified
PFP is premised on the belief
that counterfeits are seized,
i.e. detected prior to having
been put in circulation, or
passed, i.e. identified as fake

after having entered
circulation.

The modified version of PFP
is denoted algebraically as
CrF = CCPDU,.rF.BK",

Where

_(2)

of PFP is more

Cof = Counterfeited currency

version

notes estimate of a
predetermined denomination

representative of the estimate

of counterfeited

D

detected.

volume of
counterfeited notes detected
in the currency processing
activities of the central bank
of Nigeria.

LIFE-OF.COUNTERFIET

CCPDUT = The

notes

APPROACH

A much more encompassing
and elaborate approach in the

BK,u,- The outstanding stock
of notes of denomination D.

estimation of counterfeited
notes detected is the life of
counterfeit approach which
takes cognizance of the life of

rF= The proportion

counterfeited notes and
invariably the velocity of

of

counterfeits detected by the
economic agents

transaction

of

counterfeit

notes prior to detection.

More precisely, the ratio rF =
(3)
TD*/BD, =CP

This can be represented
algebraically as

More precisely, the ratio rF =
TDN/BDN = (PDN+BDN) /BDN

_(4)

Cof =LOC". TD,,

PDN, detection

of

Denomination D made by the
economic agents; and BDN,
detection of denomination D
made by the central bank in
processing. TD, PD, and BD are

all measured as number of
detections peryear.
The PFP approach connotes

a

lower bound estimate
because it fails to take
cognizance of counterfeit
detected outside the central
bank while the modified (PFP)
approach represent a Upperbound estimate due to the
counterfeited bank notes
detected by economic agents.

Therefore, the modified
75

(5)

Where
LOC*= Life of

TD"=

Where TDN represent total
detections of counterfeit
notes of denomination D;

_

counterfeit

f6a annual recovery of

counterfeited currency notes
of denomination D.
However, historical records of

the life-of-counterfeit

approach are fraught with
paucity of data on the life of
counterfeits in practical
terms. This drawback can be
mitigated by implanting the
year of printing and issuing on
genuine notes to estimate
average life of currency notes,
which could proxy for similarly

counterfeited notes.
However, the life of
counterfeited notes

is
somewhat different from that
of genuine notes since the life
of counterfeited notes reflects
s the life span of counterfeited
notes prior to being detected
unlike the life of genuine

Jonuory - Morch, 2017
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currency which is largely
dependent on the wear and

are detected. lf PPM (parts Per

tear of currency.

proportion of counterfeits in
circulating currency, then
PPM is described as PPM =
RBIPPM/ (1-e) (0<e<1). Here
RBIPPM is the proportion of
counterfeits detected by the
Apex Bank. The first criteria
signifies the relation between
the stock of outstanding
counterfeits, C, of any
denomination (D) and
detections of counterfeits of
that denomination, premised
on the efficiency of public

THE COMPOSITE METHOD

The composite method is an
amalgam of elements of PFP
and LOC in estimating the

stock of circulating

counterfeits with precision: lt
draws inferences from the
drawback of both method of

estimating counterfeited
currency notes. Data are
collected from the processing
activities of the Monetary

Authorities, Detection of
counterfeited notes outside
the preview of the monetary
authorities and the life of
counterfeit. , The composite
method employs data on the

life of a particular

Million) is the original

screening, e, and the
proportion of counterfeiting
detected by central bank
(RBIPPM),

C

(e)D = PPM x NICD

outstanding
counterfeits using three
criterions. (a) The currency

notes classified a clean during
the processing activities of the
Central Bank of Nigeria and in
turn circulated to economic

agents, where 'e' of the
counterfeits is'detected
before it is passed to the
central bank, or where the
remaining counterfeit notes

Das,2013).

3.0 RECOMMENDATION

The modification of the

current methodological

allowing for different
efficiencies of public

counterfeited notes in Nigeria
is important in solving the
problems of cu rrency
counterfeiting in Nigeria. The
measurement of currency
counterfeiting must be

to account for the actual level

composite method estimates

turnover rate of the currency
or the life of counterfeits
(Sanjoy Bose and Abhiman

RBIPPM x NICD/(1-e). lt
builds on the PFP method by

counterfeit N100 notes. This is
combined with data from
counterfeits detected by the
monetary authorities and

the stock of

knowledge about the

=

detection. (b) The second
element deals with the
turnover of currency needed

The

order to estimate C(dD. fhe
unknowns ate e, LOCD and f
(e) D.Yaluesfor TD and LOCD
could be derived using

framework for the
measurement
of

denomination say N100 to
provide a f ra mework of
determining the life span of

economic agents.

Data are readily available for
RBIPPM, the proportion of
counterfeiting detected by
central bank and NICD. Each
equation, however, requires
information on unknowns in

of public detection of
counterfeits during a year,
given the efficiency of public
screening. The estimated
turnover, T of counterfeits of
any denomination D is'given

byT(e) D=PDD/(exPPMx
NICD). Here, PDD is the
detection of denomination D
made by public per year. Here
measures
public detections per tu rnover

the denominator

of the circulating Stock of
denomination D. (c) The third
element is estimated life of

counterfeit notes, which

is

given by LOCD = C (e)D/TDD.
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comprehensive enough to

encompass the entire
spectru m of detected

counterfeited notes in the
country whether or not they
are within the ambits of the

Central Bank of Nigeria. This
can be made possible with the
encouragement of proper
recording and documentation
of detected currency notes
incidence in Nigeria. The act of
Perforating and destroying
counterfeited bank notes

detected

in

DMBs without

proper documentation should
be discou raged henceforth.
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There is also an undeniable

need to strengthen the
enforcement mechanisms

enshrined in the existing laws
to achieve optimum outcome.
The bane of the fight against

currency counterfeiting has
been the inadequacies of
enforcement measures and
continued sustenance of
drives towards ensuring a
cou

nterfeit proof-f ree society.

Severe punishment to
currency counterfeiters is
germane to serve as a
deterrent factor .The common
practice is to make laws
without concomitant zeal to
enforce same which defeats
the dictates of the laws ab

intio. lt is germane to
recommend renewed focus

on the enforcement of
existing substantia! laws on
counterfeiting operations
rather than frequent changes
of existing legislation which

has become the
nomenclature in legal

development in Nigeria. The

Jonuory - Morch, 2017

to get counterfeited currency
passed; implies the blockage
of incentive to counterfeit.

Efforts to combat

counterfeiting must include
strategies to disrupt the

vigilance cells in banks as well

of security
committees in each state
including representatives of
police, banks, etc., to deal
with all counterfeit cases in
as formation

accordance with the
stipulated law is also

rarely worked ideally because

of measurement

problematique and lack of

understanding of
contemporary trends and

in

issues

typically focus on educating
the human cash handler and
employing reliable machine
authentication. The Central
Bank of Nigeria must sustain
and reinvigorate awareness
programmes to educate the
populace on the detection
and recognition of genuine
and counterfeited currency
notes and the procedures for

operations. Therefore, this
paper exposed this germane

handling incidence of

counterfeiting

contradictions, inherent
dialectics as well as strategic
options that are likely to shape
the combat of the menace in

Nigeria. Nevertheless, for
acceptability every proposed
solution capable of addressing
malaise must be

the

undertaken with special
references to the peculiarity

counterfeited notes.

of

The Central Bank of Nigeria
must be proactive rather than
being reactive to changing
paradigm in Technological

context. This creates an
opportunity for rethinking
and reassessing solutions
based on nativistic models.
Rega rd less of the ma ny
difficulties, facing the

advances. Technological
advancement exposes the
Naira notes to counterfeiting

vulnerabilities as well as
improves the detection of

Therefore, the continual
introduction of new bank
notes designs with distinctive
features by the Centra! Bank
of Nigeria is a pre-requisite to
remain ahead of sophisticated
counterfeiters.

4.0 coNclusroN

important.

Counterfeiting of currency is
an unprofitable venture prior
to the exchange of fake notes
for other value and the
circulation in the economy;
blocking all access/loopholes

has

passing process. These efforts

establ.ishment of counterfeited notes.
counterfeited bank notes

counterfeit Naira notes

ln practical terms, there are
many pitfalls in the fight

against

currency

counterfeiting operations in
Nigeria. The efforts of the
Central Bank of Nigeria geared
towards maintaining a zero-

77

currency counterfeiting
operations in the Nigerian

monetary authority

in

ensuring a counterfeit proof-

free Naira notes in Nigeria
two basic requirements
underpin their resolution. The
first is the need to continually

monitor new trends in
counterfeiting operations a nd
the second relates to the
capacity of the monetary
authority to develop a robust
measurement of the volume
of counterfeited currency
bank notes within the scope
and context of the peculiar

realities in counterfeiting
operations in Nigeria. The
methodology enunciated in
this paper would serve as a
reference sou rce for the
monetary authority for policy
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consideration in view of the

scientific and practica!

solution in obtaining credible

counterfeits availed

statistica! estimates of
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